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VS SERVICES LTD 


Comparative Highlights 


1980 1979 
Revenues $ 128,126,000 $ 129,319,000 
Income before taxes 6,824,000 5,572,000 
Net income 3,506,000 3,192,000 
Working capital 12,242,000 9,706,000 
Cash provided from operations 5,440,000 4,853,000 
Average number of shares outstanding 2,540,471 Z2345,012 
Earnings per share before extraordinary item $1.38 $1.26 
Dividends per share $ .24 $ .18 
Number of employees at year end 7,315 7,091 


The Company 


For over twenty-five years, VS Services has been 
serving Canadians in many diverse service areas. 
Today, the Company's operations comprise: 


Manual Food Systems 


Vended Food Systems 


Convenience Food Systems 


Office Coffee System 


¢ Heritage Restaurants 


Facilities Planning 
¢ Housekeeping Services 


e Laundry and Linen Services 


In order to manage these many services, the Company 


has developed through the years strong and varied 
support departments that are available to all its clients. 


Presently, the Company provides service management 
in over eight hundred client locations from coast to 
coast. 


The Company takes pride in its ability to meet the 
needs of Canadians at work, at school, during leisure 
and recreational activities and when they require 
health care. In each of its markets, VS Services has 
established a reputation for professionalism and - 
leadership in service management. 


The common shares of the Company are traded on the 
Toronto and Montreal Stock Exchanges. 


Report to Shareholders 


The fiscal year ended October 1, 1980 was a 
remarkable twelve months. From your perspective, the 
improved earnings and increased dividends were 
major highlights. 


This is the eighth consecutive year of an increase in 
earnings. The year was remarkable in that: 


e The record earnings were achieved in a very 
challenging economic climate 


¢ Our balance sheet is very strong, with complete 
elimination of debt 


e Astrong management team effort emerged as 
the salient factor in the year 


¢ We observed our 25th anniversary of service to 
the Canadian public. 


Record Earnings 


Pretax income was $6,824,000, up 22.5% from 1979 
income of $5,572,000. Earnings per share were $1.38, 
compared to $1.26 before extraordinary item the 
previous year. 


These achievements, in a year with serious declines in 
two client areas — automotive and farm machinery 
manufacturing — were the result of many factors. 
Prompt reporting of weekly operating results enabled 
management to immediately identify developing 
problems and take corrective action. Substantial new 
sales were achieved in the industrial sector. The 
Finance Department's skillful investment of our cash 
on hand added to income earned. The Company's 
diversity in the Health Care, Leisure and Recreation 
and Coffee System markets was a very important 
factor which helped offset the SOMETIG in the 
Business and Industry sector. 


Revenues 


At the start of fiscal 1980, our Company was faced with 
a potential decline in revenues for three reasons. First, 
our fiscal 1980 year consisted of fifty-two weeks as 
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1 The 1957 location 2 Baker Vending Services 1958 


3 From Vendomatic to Versafood 


compared to fifty-three weeks in the preceding year. 
Second, we ceased operations at several large-volume 
locations in 1979, due to profitability challenges in 
those accounts. Third, the automotive and farm 
machinery manufacturers faced major economic 
difficulties. 


As aresult, 1980 revenues of $128,126,000 compare 
to $129,319,000 recorded a year ago. On an average 
weekly basis, 1980 sales were $2,464,000 compared 
to $2,440,000 in 1979. 


The potential decline was averted through the efforts 
of the sales force which achieved a second year of 
record new sales, and by operations personnel who 
produced extra sales and income through skillful 
merchandising and successful contract rebids. Also 
important is the fact that our clients, recognizing the 
value of our services, provided VS Services with 
adequate fees and profit allowances. 


4 Dixon S. Chant, (right) 
Chairman of the Board 
and 
James E. Graham (left) 
President and 
Chief Executive Officer 


Balance Sheet 


As part of the long range plan to further strengthen the 
Company's financial position, the obligation of a Long 
Term Debt Note of three million dollars U.S. (held by 
the majority shareholder) was settled. This eliminated 
all financial debt and removed the major dilutive factor 
in the earnings per share. The management of 
receivables and inventories was greatly improved and 
successful cash management generated income which 
allows for investment in appropriate growth projects. 
Changes in the accounting for other assets were 
adopted during the year resulting in $89,000 higher 
amortization expenses. This is explained more fully in 
the consolidated financial statements. 


Dividend Increases 


Giving recognition to the significant growth in earnings 
and the sound financial position of the Company, the 


Board of Directors increased the dividend twice for the 


year. In February, the dividend was increased from an 
annual rate of 20¢ per share to 25¢ per share, while at 
the December meeting the Board voted to raise the 
dividend to an annual rate of 30¢ per share. This 
represents a 50% increase over the dividend rate at < 
the start of the year. 
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Management Changes 
Management changes in the 1980 fiscal year included: 


The election of Mr. Dixon S. Chant as Chairman 
of the Board. Mr. Chant, who has been 
associated with the Company since its 
beginning, has previously chaired various 
committees of the Board. 


¢ The appointment of Mr. Claude Feninger, 
President of ARA International, to the Board of 
Directors. 


¢ The resignation of Mr. Manfred Doblinger 
previously President and Chief Executive 
Officer. 


¢ The appointment of Mr. John Morrissey to Vice 
President, Personnel. 


¢ The appointment of Mr. Norman Alexander as 
Area Vice President, Business & Industry. 


¢ The promotions of Mr. Barry Allen, Mr. Don 
Green, and Mr. Wayne Shaw to General 
Manager positions in Coffee System, Vending, 
and Housekeeping, respectively. 


In fiscal year 1981, the following appointments, which 
reflect the growing maturity of our management staff, 
have been made: 


e Mr. Peter McCawley was promoted from 
Executive Assistant to the President to General 
Manager of Corporate Services. 


Mr. Robert E. Boone was appointed Senior Vice 
President, Finance and Corporate Affairs. Mr. 
Boone has held the position of Vice President, 
Finance since 1977, and has directed the 
substantial improvement of VS Services 
finances. 


e Mr. James E. Graham was promoted from Vice 
President Sales and Marketing to President and 
Chief Executive Officer, effective November 1, 
1980. 


25 Years of Service 


This year’s Annual Report marks the completion of 
twenty-five years of service to the Canadian public. 


The Company we now know as VS Services was 
started in 1955 as Baker Vending Services. 

Initially, activities were limited to vended food service 
in the Toronto, Ontario area until 1958 when the 
acquisition of Nationwide Food Services expanded the 
scope of activities into manual food service. 


Recognizing the potential for high growth, the 
Company was merged with Vendomatic Limited (a 
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vending machine manufacturer) and the Industrial 
Food Services Division (an in-plant caterer) of 
Canadian Food Products Sales Limited, to become 
incorporated in 1961 as Vendomatic Services Limited. 


Also in 1961, our Company reached an important 
milestone in negotiating our first contract in the health 
care field. The first health care client was the Joseph 
Brant Memorial Hospital in Burlington, Ontario. This 
move started our successful diversification from a base 
of educational and business clients. 


Operations expanded rapidly and the once small 
company was soon recognized as a leader in the food 
service and vending businesses. In recognition of the 
diversified services the company was providing, the 
name was changed in 1964 to Versafood Services 
Limited. 


By 1967, our Company's successful application of 
service management expertise had involved it in many 
different market segments. Our Company recognized 
the need to invest in the design of standardized 
systems to best utilize the rapid developments in food 
service technology, accounting controls, distribution 
techniques and manpower utilization. ARA Services, 
Inc. of Philadelphia, one of the world’s leading service 
management companies, became a major shareholder. 
Our partnership with ARA greatly benefited our ability 
to further expand operations across Canada and 
continue upgrading our services. In 1972, we became 
known as VS Services Ltd and under the 

leadership of Mr. Manfred Doblinger embarked ona 
dynamic programme to reinforce our leadership 
position and increase earnings in all areas. Since 
1973, income from operations and earnings per share 
have shown improvement every year. 


Through growth in sales and acquisitions combined 
with a reputation for quality, VS Services reached such 
status that we were awarded the foodservice contract 
for the athletes at the 1976 Montreal Olympics. The 
excellent service provided at the Olympics has been 
the basis for the exciting food service at many leisure 
and recreational locations. 


Today, VS Services is the leader in the health care 
field providing dietary, housekeeping and laundry 
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Artist's rendition of new Head 
Office (scheduled completion 
August 1987). 
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management to over one hundred and thirty hospitals, 
nursing and retirement homes, and is also the foremost) 


food service management company inthe business > 


and industry market. 


From its start as a small one man operation, our firm 
now employs over 7,300 people. VS Services’ 
professionalism and concern for serving Canadians is 
evident every day in its hundreds of health care, 
industrial, commercial, educational, leisure and 
recreational locations. 


The Future 


While there are clouds on the horizon, especially in the 
areas of automotive and farm machinery 
manufacturing, the overall prospects are bright. 

We enter our twenty-sixth year equipped with better 
assets, more cash available for investment, and more 
locations and contracts than ever before. Also, our mix 
of business is very sound and less vulnerable to both 
competition and economic downturn. 


However, the strongest indication of future success is 
the proven resourcefulness and skills of our 
employees. Training programmes established by our 
Personnel Department have been successful and will 
be continued and reinforced. 


We will move into our new Head Office during fiscal 
1981 to ensure that our employees enjoy working ina 
pleasing environment. 


In summary, the future promises extra growth, greater 
productivity, more opportunities, a new Head Office 
and continued personal development of our 
employees. 


We speak for all our employees, in guaranteeing to 
you, our shareholders, our dedicated effort to make 
1981 another record year and to further reinforce the 
leadership position of VS Services. 


James E. Graham, 


Dixon S. Chant, 
President and 


Chairman of the Board. 
Chief Executive Officer. 
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Review of Operations 


Health Care Market 


During fiscal 1980, the Company's accelerated sales 
efforts produced a substantial increase in the number 
of new health care accounts, particularly in the 
Western Provinces. In addition, many accounts were 
retained as contracts were successfully renewed. One | 
significant renewal was the Michener Centre, Red 
Deer, Alberta, for a four year term expiring in March, 
1984. The Michener Centre is the Company’s largest 
health care service contract. 


Currently, VS Services attends to the dietary needs of 
patients and residents in over one hundred and thirty 
hospitals, nursing and retirement homes across 
Canada. 


As the average age of Canadians continues to 
increase, the need for health services in hospitals and 
especially in nursing homes is becoming an 
increasingly important aspect of our social structure. In 
recognition of this trend, VS Services diversified its 
sales and marketing efforts in the health care segment, 
with the result that over half of our new accounts last 
year were in institutions other than our traditional 
hospital base. 


For the future, the Company plans to continue its 
expansion in all related health care sectors as the 
industry responds to the needs of an aging Canadian 
population. 


At Work Market 


VS Services serves the Canadian industrial and 
commercial business community by providing full 
service manual cafeterias, as well as complete 
automated food service to clients. 


Fiscal 1980 was a record year for the attainment of 
new accounts in the business and industry sector. 
Among the leaders in Canadian business who 
contracted with VS Services were: Bank of Montreal, 
Confederation Life Insurance Co., Electrohome 
Limited and Drummond Business Forms Ltd. 


VS provides an “at home” 
atmosphere for active senior 
citizens. 


The Company's achieved gains in new accounts 
resulted from management's commitment to satisfying 
consumer demands for healthier, more nutritious foods 
and responding to individual client concerns. 


Our outlook for 1981 remains optimistic. New 
marketing strategies are currently being developed to 
respond to our customers’ increasing interest in health 
and fitness. We anticipate that in the 1980's the 
demand for this type of service will increase in the 
at-work market and that VS Services will continue its 
leadership role. 


The Company complements its manual and automated 
food services through its office coffee service division, 
Diplomat Coffee System. One of the largest such 
service firms in Canada, Diplomat operates seven 
divisional offices from Montreal to Vancouver and 
serves several thousand client locations. 


Education Market 


The public school segment of this market continues to 
experience declining student enrollments with no 
projected upturn until the mid 1980's. The VS Rainbow 
Programme’“, which focuses on providing nutritionally 
balanced meals for our youth, remains a strong factor 
in maintaining our market share. 


In contrast to the public school segment, educators are 
projecting higher enrollments at the college level. VS 
Services is responding to this growth area of the 
education market by formulating specific food service 
programmes for their specialized needs. 


Leisure and Recreation 


Over the past several years the Company has 
successfully continued to penetrate this market. 
Although this is the smallest of the VS Services 
markets, its growth potential is large as our society 
moves toward more leisure time. 


2 Employees at Confederation 
Life Insurance Co., Toronto, 
enjoy an appetizing and varied 
daily menu. 


3 Wok cookery at the Mount Saint 
Joseph Hospital, Vancouver 
meets the food preferences of 
patients from the Chinese 
community. 


1 VS offers a complete vending 
service programme tailor made 
to our clients’ needs. 


VS Services operates food and novelty concessions at 
Toronto's Exhibition Stadium and the Ottawa Civic 
Centre. In fiscal 1980, the Company acquired a new 
account — the Cornwall Civic Complex (Ontario) — 
which further enhances its position in providing 
service management to stadia. 


The Company’s versatility in the food services field is 
perhaps nowhere better illustrated than in its public 
restaurants division. From the Act II| Restaurant in the 
Arts and Cultural Centre in St. John’s, Newfoundland 
to the Upper Canada Village in Morrisburg, Ontario, to 
the Provincial Museum in Edmonton, Alberta, VS 
Services serves many thousands of Canadians and 
tourists each year. 


VERSASERVICES 


This multi-million dollar division provides professional 
housekeeping, laundry and linen services to the health 
care industry on a national basis. 


The Company has grown in this market due to the 
depth of its management expertise, its ongoing 
training programmes and its proven systems and 
methods, all of which result in savings to clients. One 
of the major clients is the Michener Centre in Red 
Deer, Alberta, where both housekeeping and laundry 
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1 Versaservices trained personnel 
utilize the most current 
housekeeping methods in Health 
Care and other institutions 
across Canada. 


2 VS manages the Dietary, 
Housekeeping and Laundry 
Services at the 1600 plus bed 
Michener Centre, Red Deer, 


Alberta. (North complex 
pictured.) 


services have been provided for the last four years and 
which will be continued under a four year contract 
extension. 


Versaservices is an important division since it 
strengthens the Company's position in the health care 
market. Together with the Company's dietary 
management expertise, VS Services is the best 
qualified management service company in the 
industry. 
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Our Management 


1 Operating Committee (L to R): 
André Malo, Robert E. Boone, 
John Morrissey, Ed Cieszkowski, 
James E. Graham. 


3 General Managers (L to R): 
Don Green, Peter McCawley, 
Wayne Shaw, Barry Allen. 


2 Area Vice Presidents (L to R): 
Howard McDonald, Georges 
Tavernier, Ken C. Daigle, 
Norman Alexander. 


4 Regional Managers (L to R): 
Jim Thornton, Bob Knapman 
Frank O'Hara, Alex Todd, Mike 
Oschefski, Keith Yeates. 


Locations — Branch Offices 


Manual Food System 
Toronto, Ontario 
Vancouver, B.C. 
Edmonton, Alberta 
Calgary, Alberta 
Winnipeg, Manitoba 
Ottawa, Ontario 
Waterloo, Ontario 
Montreal, Quebec 


Dartmouth, Nova Scotia 
Gander, Newfoundland 
St. John’s, Newfoundland 


A 


Coffee System 

Toronto, Ontario 

Burlington, Ontario 

London, Ontario 

Ottawa, Ontario 

Edmonton, Alberta 
Vancouver, British Columbia 
Montreal, Quebec 


Source of Revenues 
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Housekeeping 4.8% 
Restaurants 5.3% 
Coffee System 5.2% 
Vending 15.2% 


Manual ) 
Food Services 69.5% } 


Housekeeping Services 
Toronto, Ontario 
Dartmouth, Nova Scotia 
Edmonton, Alberta 


* 

Vended Food System 
Toronto, Ontario 
Ottawa, Ontario 
Chatham, Ontario 
Waterloo, Ontario 
Oshawa, Ontario 
Peterborough, Ontario 
St. Catharines, Ontario 
Montreal, Quebec 
Trois Rivieres, Quebec 


Ls TERE 


Distribution of Revenues 


Operating Expenses 


General & 
Administrative Costs 


Reinvested in Business 
Income Taxes 


Depreciation & 
Amortization 


Financial Information 


Responsibility for 
Financial Statements 


To the Shareholders of VS SERVICES LTD: 


The accompanying financial statements have been 
prepared in conformity with generally accepted 
accounting principles, and we believe set forth a fair 
presentation of the Company's financial position and 
results of operations. The Company maintains an 
accounting system and related controls that we 
believe are sufficient to provide reasonable 
assurance that financial records are reliable for 
preparing financial statements and maintaining 
accountability for assets. The concept of reasonable 
assurance is based on the recognition that the cost 
of a system of internal control must be related to the 
benefits derived and that the balancing of those 
factors requires estimates and judgment. Reporting 
on the financial affairs of the Company is the 
responsibility of the management and is subject to 
audit review and examination by independent 
Chartered Accountants. The Board of Directors has 
an Audit Committee, made up entirely of outside 
Directors, which meets with management and the 
independent accountants and monitors generally 
the accounting affairs of the Company. 


ee AG 


R. E. Boone, C.A. R. G. Campbell, CGA 
Senior Vice President, Controller, 
Finance and Corporate Affairs Chief Accounting Officer 


November 28, 1980 
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VS SERVICES LTD 


(Continued under the Canada Business Corporations Act) 


Consolidated Balance Sheet 


Assets October 1,1980 


October 3,1979 


Current assets: 


(In thousands) 


Cash and short-term investments $ 13,640 $ 10,897 
Receivables 9,679 8,437 
Inventories 3,025 ois M6 
Prepayments 108 583 
Total current assets 26;452 2 23,432 

Notes receivable (note 3) 1,001 1,524 
Fixed assets (note 4) 7,872 8,100 
Other assets (note 1) 4,420 4,594 
$ 39,745 $°\ 37.600 


On behalf of the Board: 


James E. Graham, Director 


{CE S00 


Robert E. Boone, Director 


The accompanying notes are an integral part of these statements. 
a2 


Liabilities and Shareholders’ Equity 


October 1, 1980 


October 3,1979 


Current liabilities: 


Accounts payable and accrued charges 
Income taxes payable 
Current maturities of long-term debt 


Total current liabilities 


(In thousands) 


$ 10,747 $ 


Long-term debt (note 5) 


Deferred income taxes 


Shareholders’ equity: 


Common stock — without nominal or par value (note 5) 


Issued 2,679,793 shares (1979 — 2,420,864) 
Retained earnings 


11,619 

3,463 1,584 

523 

14,210 13;726 

2,966 

1,341 1,167 

16,215 aad 

7,979 5,080 

Total shareholders’ equity 24,194 19,791 
$ 39,745 $i 37,600 


Auditors’ Report 


To the Shareholders of 
VS Services Ltd: 


We have examined the consolidated balance sheet 
of VS Services Ltd as at October 1, 1980 and the 
consolidated statement of income, retained 
earnings and changes in financial position for the 
fifty-two weeks then ended. Our examination was 
made in accordance with generally accepted 
auditing standards, and accordingly included such 
tests and other procedures as we considered 
necessary in the circumstances. 


In our opinion, these consolidated financial 
statements present fairly the financial position of the 
company as at October 1, 1980 and the results of its 


operations and the changes in its financial position 
for the fifty-two weeks then ended in accordance 
with generally accepted accounting principles 
applied, after giving retroactive effect to the 
changes in the basis of accounting for other assets 
referred to in Note 1 to the Financial Statements, on 
a basis consistent with that of the preceding 
fifty-three week period. 


CLARKSON GORDON 
Chartered Accountants 


Toronto, Canada, 
November 28, 1980. 
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VS SERVICES LTD 


Consolidated Statement of Income 


Fifty-two Fifty-three 
weeks ended weeks ended 
October 1, 1980 October 3, 1979 


(In thousands) 


Revenues $ 128,126 $ 129,319 
Costs and expenses: 

Cost of merchandise sold 49,519 51,004 
Operating, selling and administrative expenses 71,534 71,636 
Depreciation 1,586 1,615 
Amortization of other assets 174 Pe 174 


Interest income, net (including interest on 
long-term debt of $130,000 in 1980 and 


$310,000 in 1979) (1,511) (682) 
121,302 VO Fae 
Income before income taxes and extraordinary item 6,824 Pore 


Provision for income taxes: 


Currently payable 3,144 2,508 
Deferred to future years 174 Ue: 

3,318 2,621 
Income before extraordinary item 3,506 2,951 
Gain on sale of foreign operation 241 
Net income $ 3,506 $ 3,192 


TILDE EEE Se 2 RE DYE DELS) ELE DN PE EL NEL ES NS EAA ILE LL IES LADD DSS, PONTO SEL OOL, OPL TE EEL OL TIE AT IN TOE CED I a OSE 
Earnings per share (note 5): 


Before extraordinary item $1.38 $1.26 
Net income $1.38 $1.36 


The accompanying notes are an integral part of these statements. 
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VS SERVICES LTD 


Consolidated Statement of Retained Earnings 


Fifty-two Fifty-three 
weeks ended weeks ended 
October 1, 1980 October 3,1979 


(In thousands) 


Retained earnings, beginning of year 


As previously reported $ 7,690 $9 4,814 
Retroactive changes in accounting for 

other assets (note 1) (2,610) (Zen) 

As restated 5,080 PPE IS 

Net income - 3,506 3,192 

Dividends (24¢ per share; 18¢ in 1979) (607) (405) 

Retained earnings, end of year $ 7,979 $ 5,080 


The accompanying notes are an integral part of these statements. 
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VS SERVICES LTD 


Consolidated Statement of Changes in Financial Position 


Fifty-two Fifty-three 
weeks ended weeks ended 
October 1,1980 October 3,1979 


(In thousands) 


Working capital was provided from: 
Operations — 
Income before extraordinary item $ 3,506 $ 2,951 


Add expenses not requiring an outlay of 
working capital in the current year: 


Depreciation 1,586 as £615 
Amortization of other assets 174 174 
Deferred income taxes 174 113 
Provided from operations 5,440 4,853 
Reduction of notes receivable 523 110 
Proceeds on sale of foreign operations 241 
Issue of shares in excess of long-term portion 

of debt converted 700 
Disposal of property and equipment 38 : 9 
Issue of shares under the stock option plan 21 28 

6,022 5,941 

Working capital was used for: 
Additions to property and equipment 1,396 2,539 
Reduction of non current portion of 

long-term debt (note 5) 1,483 566 
Dividends paid 607 405 
Investment in location acquisition costs 508 

3,486 4,018 

Increase in working capital 2,536 1,923 
Working capital, beginning of year 9,706 7,783 
Working capital, end of year $ 12,242 $= =9:°706 


The accompanying notes are an integral part of these statements. 
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VS SERVICES LTD | 


Growth at a Glance 


Revenues 


129 


Income Before 
Extraordinary Items 


(millions of dollars) 3.0 


(millions of dollars) lee 


109 


(1.9) (0.1) 
= oa 
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Cash Provided From 
Operations 


(millions of dollars) 


Total Assets and Working Capital 


(millions of dollars) 
{ Total Assets & Working Capital 


x) 


1973S" 1974 1975 1976. 1977), 1978 1979) 1980 


1973 1974 1975 1976 1977 1978 1979 1980 


Earnings Per Share 


1.38 Shareholders’ Equity 
(dollars) 


24.2 
1.26 


(millions of dollars) 


14.9 


45 
.33 
(.86) (.02) | 
lm 


1973 1974 1975 1976 1977 1978 1979 1980 


1OTSENOZ4AS AOS 1976 Ais 1978451979) "A980 


VS SERVICES LTD 


Notes to Consolidated Financial Statements 


VS SERVICES LTD October 1, 1980 


1. Changes in Accounting Policy 


During 1980 the Company adopted a 

consistent policy for the amortization of other 
assets. Technical and systems know-how and all 
investment in location acquisition costs will now be 
amortized over the estimated useful lives not to 
exceed 40 years starting from the date the cost was 
incurred. Previously only some of these costs were 
being amortized. In addition, incorporation 
expenses have been written off directly to retained 
earnings. Both of these changes have been applied 
retroactively and as a result $2,610,000 has been 
charged to retained earnings. The increase in 
annual amortization in 1980 and 1979 as reflected in 
the consolidated statement of income amounted to 
$89,000 in each year. 


2. Significant Accounting Policies 


Consolidation — The consolidated financial 
statements include the accounts of all subsidiaries. 

Inventories — Inventories are valued at the lower 
of cost (first in — first out) and net realizable value. 

Fixed Assets — Depreciation and amortization are 
provided using the straight-line method at the 
following rates: vending equipment — 12.5 to 20%, 
other equipment — 10 to 20%, building — 2.5%, | 
leasehold improvements — life of the initial term of 
the lease. 

Other Assets — These include investment in 
location acquisition costs of $3,759,000 (1979 
$3,908,000) and technical and systems know-how of 
$661,000 (1979 $686,000). Investment in location 
acquisition costs represents the excess of the cost 
of purchase over the fair value of net tangible assets 
of purchased businesses at the time ownership was 
acquired. Technical and systems know-how 
represents the cost of on-going assistance provided 
by ARA Services, Inc., the majority shareholder. 
Both of these items are being amortized over the 
estimated useful lives not to exceed 40 years from 
the date of incurring the cost. 
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Income Taxes — Deferred income taxes result 
primarily from the use of capital cost allowance for 
income tax purposes and straight-line depreciation 
for financial reporting purposes. 

Earnings Per Share — Earnings per share are 
calculated on the basis of the weighted average 
number of shares outstanding during the year. 

Transactions With Related Parties — During the 
year short term loans were made to the majority 
shareholder, ARA Services, Inc., for periods 
between seven and ninety days. Interest was 
charged on all loans at rates in excess of market at 
the time of the transactions. As at October 1, 1980, 
there were no loans outstanding. Other significant 
transactions with ARA Services, Inc., are described 
in note 5. 


3. Notes Receivable 

This item represents the balance receivable on the 
sale of the Company’s German subsidiary in 1977, 
bearing interest at the rate of 6.5% per annum, and 
payable in three equal annual installments of 
$501,000 on September 30, 1981, 1982 and 1983. 
The first installment is included with current 
receivables. The note is personally guaranteed by 
Karl Dusterberg, a director of the Company, up to an 
amount of 1,000,000 Deutsche Marks 
(approximately $650,000). 


4. Fixed Assets 


The major categories of fixed assets at October 1, 1980 
with comparative figures for the previous year are: 


1980 1979 


Net Net 
Accumulated Book Book 
Cost Depreciation Value Value 


(In thousands) 
Land $ 398 $ 398 $ 398 
Vending equipment 7478 $4171 3307 3532 
Other Equipment 4924 2425 2499 2489 
Buildings and leasehold 
improvements 2249 581 1668 1681 


$ 15049 $7177 $7872 $8100 


5. Common Stock and Long Term Debt 


On April 15, 1980, ARA Services, Inc., exercised its 
right under the terms of an 8% $3,000,000 (U.S.) 
note payable to convert $1,500,000 (U.S.) of the 
debt into 253,125 shares at $5.93 (U.S.) per share. 
The remainder of the debt was repaid by the 
Company. Earnings per share calculated as if the 
conversion had taken place at the beginning of the 
fiscal year are $1.32 as compared to fully diluted 
earnings per share in 1979 of $1.06 before 
extraordinary item and $1.14 based on net income. 
After giving effect to the conversion and repayment 
of the note payable, there is no longer any material 
dilutive effect. 

During the year, the number of shares reserved 
for Employee Stock Options increased from 81,000 
to 132,000 shares. At October 1, 1980, options on 
43,978 shares were outstanding (including options 
on 21,609 shares granted to those employees who 
are directors and officers) at prices ranging from 
$2.96 to $9.00. These options become exercisable 
in cumulative equal amounts of one-third in the 
third, fourth and fifth years and expire five years 
from date of grant. During 1980, options on 24,800 
shares were granted, 11,589 were cancelled and 
5,804 were exercised. 


6. Commitments and Contingencies 

(a) The Company has undertaken lease obligations 
extending for varying periods up to 1991 
involving minimum annual rentals as follows: 


Year ending Sept. 30, 1981 $ 910,154 
Sept. 29, 1982 774,028 

Sept. 28, 1983 607,583 

Oct. 3, 1984 531302 

Oct. 2; 1985 455,363 

Thereafter 2,550,000 

TOTAL $ 5,828,430 


(b) Estimated expenditures of $1,330,000 will be 
required to complete projects authorized prior 
to October 1, 1980. 

An action was commenced against the Company 
in 1972 by Canada Square Corporation Limited 
claiming damages for alleged breach of contract 
in the amount of $3,000,000. A court decision 
that there was an enforceable agreement has 
been rendered in favour of the Plaintiff. This 
decision has been appealed by the Company. 

The issue of the amount of damages was not 
considered. Provision for loss, if any, is not 

presently determinable because the Plaintiff has 
neither proven its damages nor made sufficient 
disclosure for the basis of its claim. In the 
opinion of the Management, the amount of any 
damages would not materially affect the financial 
position of the Company. A loss, if any, would be 
treated as a prior period adjustment. 


~— 
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7. Pension Plans 

The Company contributes to several pension plans, 
covering substantially all eligible employees. 
Contributions were charged to expense and 
amounted to $664,000 in 1980 and $584,000 in 
1979. Based on the most recent actuarial reports as 
of December 31, 1978 and 1979, the pension fund 
assets in each plan exceed the liabilities of the plan. 


8. Comparative Figures 

Comparative numbers for 1979 have been adjusted 
to reflect the changes in accounting for other assets 
adopted during the year. The effect of these 
changes is to reduce earnings in 1980 by $89,000 
(3¢ a share) and in 1979 by $89,000 (4¢ a share, 3¢ 
on diluted earnings). 


VS SERVICES LTD 


Eight Year Statistical Review 


(In thousands) | 1980 1979 1978 1977 
Revenues from operations $128,126 $129319 $109,041 $ 98,461 
Cost of merchandise sold 49,519 51,004 41,729 36,642 
Operating, selling and administrative expenses 71,534 aes, ,636 62,146 57,586 
Depreciation 1,586 1,615 1,288 1,149 
Amortization of other assets 174 174 162 159 
Interest (income), net (1,511) (682) (128) 385 
Total expenses —~ 121,302 123,747. 105,197 95,921 
Income (Loss) from operations before income taxes and . . 

extraordinary items 6,824 Ore 3,844 2,540 
Income taxes 3,318 2,621 LAOS 1,108 
Income (Loss) from operations 3,506 2,994 2,051 1,432 
Operating profits of foreign operations sold, | 

net of income tax 316 
Income (Loss) before extraordinary items 3,506 2,951 2,051 1,748 


Extraordinary items: 
Gain (Loss) on sale of foreign operations, net 241 (252) 


Reduction of income taxes as a result of the 
carry-forward of losses of prior years 
Write-down of location acquisition costs 


Net Income (Loss) $* 3,506: <S. B92 Sa 2 054 $ 1,496) 
ELSA ES NLL IIT SPIE NEE NSE LES OE I LTR PRN FS STS ESTEE EAB POITIER BILE SOE SS I STE TL FNS OT I LLY SE SES TRE 


Earnings per share 


Before extraordinary items $ 1.38 $ 1e26ouS OT meee 83 
Net Income (Loss) 1.38 1.36 97 ar gs 
Dividends declared per share .24 18 ae Tt ‘ 


Prior year’s earnings and earnings per share have been restated to reflect the changes in accounting for other 
assets adopted in 1980. 


VS SERVICES LTEE 


Tableau comparatif des huit derniers exercices 


1976 1975 1974 1973 (en milliers de dollars) 
wos oe. ne (9,366. °$ (78,014 « $73,952 Revenus provenant de I’exploitation 
32,248 31,468 82:39) 30,415 Codt des produits vendus 
48,685 _ 44,804 43,705 42,937 Frais d’exploitation de vente et d’administration 
1,148 baton 1,292 ibreisk Depreciation 
156 155 1OS 103 Amortissement d'autres postes de |'actif 
532 698 03 642 Interét (revenu) net 
82,769 78,260 78,279 75,030 Total des dépenses 3 
Bénéfice (perte) de |’exploitation avant impdts sur le revenu 
1,429 1,108 (265) (1573) et avant postes extraordinaires 
764 702 14 Impots sur le revenu 
665 406 (276) GES 78) Benéfice (perte) d’exploitation 
Profits (pertes) d’exploitation des entreprises éetrangeres 
279 287 241 (292) vendues, deduction faite de l'impdt sur le revenu 
944 693 (35) (1,870) Bénéfices (perte) avant postes extraordinaires 


Postes extraordinaires: 
Gains (perte) sur la vente d’entreprises étrangeres, net 


Réduction des impéts sur le revenu a la suite du report des 


543 687 45 pertes d’exercices antérieurs 
(800) Radiation partielle des frais d’'acquisition d’emplacements 
SL aes @ 6 1,380). $s (SO)eto 22,625) Benéfice (perte) net 


SSN SATS NEANDERTHAL  ) 
Benefice par action 
$ 45° 5 oo Dp (.02) "$ (.86) Avant postes extraordinaires 
1 65 (.02) w(t24) Beénefice (perte) net 


Dividendes declares par action 
EEA AD a OES TE EST TE AT I TS ES OIE IS I TDI LR TES PS SS SE ET OES BPN OE OTT ENE HE LE oT LO TT Io a LR YD TE ED 


Le benéfice de l’exercice précédent et le benefice par action ont eté redresses pour tenir compte 
des modifications adoptées en 1980 concernant la comptabilite des autres postes de !’actif. 
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